


Consistent with our responsibility under the Inspector General Act, we are providing
copies of this report to appropriate Congressional committees with CFTC oversight and
appropriation responsibilities. In addition, we will post a copy of the report on our
public website. Attached is a copy of Allmond & Co.’s opinion letter and their
management letter. Please call me if any questions at (202) 418-5084.

cc: Clark Ogilvie, Chief of Staff
Anthony C. Thompson, Executive Director
Mary Jean Buhler, Chief Financial Officer
A. Roy Lavik, Inspector General
Judith A. Ringle, Deputy Inspector General and Chief Counsel



ALLMOND & COMPANY, LLC CERTIFIED PUBLIC ACCOUNTANTS

A/C 8181 PROFESSIONAL PLACE, SUIME 250 201) 9188200
LANDOYER, MARYLAND 20785 FACSIMILE (301) 9188201

Independent Auditors’ Report

Chairman and Inspector General of
U.S. Commaodity Futures Trading Commission:

Report on the Financial Statements

We have audited the accompanying financial statements of the U. S. Commodity Futures Trading
Commission (CFTC), which comprise the balance sheet as of September 30, 2016 and the related
statements of net cost, changes in net position, custodial activity and combined statements of budgetary
resources for the year ended, and the related notes to the financial statements (hereinafter referred to as
the financial statements). The financial statements of CFTC as of September 30, 2015 were audited by
other auditors whose report, dated January 15, 2016, expressed a qualified opinion on those statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the fiscal year 2016 financial statements of CFTC based on
our audit. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States; and OMB Bulletin No. 15-02, Audit
Requirements for Federal Financial Statements. Those standards and OMB Bulletin No. 15-02 require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity' s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity' s internal control. Accordingly, we express no such opinion.
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An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the U.S. Commodity Futures Trading Commission as of September 30, 2016, and its

net costs, changes in net position, custodial activity and budgetary resources for the year then ended in
conformity with generally accepted accounting principles in the United States of America

Emphasis of Matter

The CFTC’s historical practice had been to obligate only the annual portion of lease payments due each
fiscal year. On February 4, 2016, GAO issued Comptroller General Decision B-327242, Commodity
Futures Trading Commission — Recording of Obligations for Multiple-Year Leases. GAO determined
that while the CFTC had the authority to enter into multiple year leases, the agency violated the recording
statute, 31 U.S.C. 1501(a) (1), because it did not record the total lease liability for each of its leases when
it entered into its leasing contracts.

As stated in Note 16 to the financial statements, CFTC restated the FY 2015 Statement of Budgetary
Resources to reflect the unfunded lease obligations to account for the full amount of obligations
remaining on its active leases for building space in accordance with generally accepted accounting
principles. The restatement does not change the opinion of the predecessor auditor on the FY 2015
financial statements.

Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the information in the Management’s
Discussion and Analysis and Required Supplementary Information sections be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Federal Accounting Standards Advisory Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquires, the basic financial statements,
and other knowledge we obtained during our audits of the basic financial statements.

Other Information

Our audits were conducted for the purpose of forming an opinion on the basic financial statement as a
whole. The information contained within the introductory sections (presented before the Management’s
Discussion and Analysis section), the Message from the Chief Financial Officer, Other Information, and
Appendix sections is presented for purposes of additional analysis and is not a required part of the basic
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The results of our tests of compliance as described in the preceding paragraph, disclosed an instance of
noncompliance or other matters that are required to be reported herein under Government Auditing
Standards or OMB Bulletin No. 15-02 and which are described in Exhibit I.

This report is intended solely for the information of CFTC’s management, OMB, and Congress. This
report is not intended to be and should not be used by anyone other than these specified parties.

Qllrnondd & Cormpaney, LLC

November 14, 2016
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Exhibit 11
Status of Prior Year Findings and Recommendations

CONDITION

Potential Anti-deficiency Act (ADA) Violation:

CFTC continues to investigate a matter that may potentially represent a violation of the ADA related to
the CFTC’s historical policy of entering into lease contracts and recording related obligations. A final
determination has not yet been made and therefore the outcome of this matter is not presently known.
CRITERIA

Title 31 U.S. Code (U.S.C.) Section 1517 Prohibited Obligations and Expenditures states:

(@ An officer or employee of the United States Government or of the District of Columbia
government may not make or authorize an expenditure or obligation exceeding —

(1) An apportionment; or
(2) The amount permitted by regulations prescribed under section 1514(a) of this title.

(b) If an officer or employee of an executive agency or of the District of Columbia government
violates subsection (a) of this section, the head of the executive agency or the Mayor of the
District of Columbia, as the case may be, shall report immediately to the President and Congress
all relevant facts and a statement of actions taken. A copy of each report shall also be transmitted
to the Comptroller General on the same date the report is transmitted to the President and
Congress.

CAUSE

CFTC did not record its multi-year leases in accordance with applicable laws and regulations.
EFFECT

CFTC may not be in compliance with the ADA related to the potential instance noted.

RECOMMENDATION

We recommend that CFTC’s management complete the investigation into the potential ADA violation
noted and report to the appropriate parties, as necessary.

MANAGEMENT’S RESPONSE

Management concurs with the recommendation.
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Exhibit 11

Status of Prior Year Findings and Recommendations

The following table provides the fiscal year (FY) 2016 status of all recommendations included in the
Independent Auditors' Report on the Commodity Futures Trading Commissions FY 2015 Financial
Statements (January 15, 2016).

FY 2015
Finding

FY 2015 Recommendation

Internal
Controls
over
Financial
Reporting

Recommendation:

(a) Improve its internal controls over financial reporting and
compliance. Specifically, we recommend that management perform a
more detailed review of all information in the annual financial report
including financial statements, notes, and supplementary information
and prepare the GAO accounting and financial reporting checklist. The
review performed should ensure all transactions and classes of
transactions are recorded and reported in the financial statements in
accordance with U.S. generally accepted accounting standards. Such
review should be documented and maintained.

(b) Develop written accounting policies and procedures that document
the basis for all accounting positions that are significant to the financial
statements.

(c) Develop and implement adequate control to ensure lease obligations
(d) Update its accounting policy on the accounting for the lease
obligation to be consistent with the guidance in OMB A-11, Appendix
B.

(e) Investigate the potential violation of ADA to make a final
determination and report it, as applicable

are recorded in compliance with OMB A-11, Appendix B requirements.

Closed

Closed

Closed

Closed

Closed

Potential
Anti-
Deficiency
Act
Violation

Recommendation:
(a) Complete the investigation into the potential ADA violation noted.

(b) Develop and implement sufficient policies and procedures to
prevent future ADA violations.

Open

Closed
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Commodity Futures Trading Commission
BALANCE SHEETS
As of September 30, 2016 and 2015

2016 2015
Assets
Intragovernmental:
Fund Balance With Treasury (Note 2) $ 71,891,891 $ 67,246,060
Investments (Note 3) 244,000,000 263,000,000
Accounts Receivable, Net (Note 4) 2,000 -
Prepayments (Note 1J) 1,241,933 263,851
Total Intragovernmental 317,135,824 330,509,911
Custodial Receivables, Net (Note 4) 15,089,568 4,696,176
Accounts Receivable, Net (Note 4) 11,120 18,614
General Property, Plant and Equipment, Net (Note 5) 48,357,120 50,358,266
Deferred Costs (Note 6) - 28,487
Prepayments (Note 1J) 1,605,839 2,209,608
Total Assets $ 382,199,471 $ 387,821,062
Liabilities
Intragovernmental:
Accounts Payable $ 1,314,250 $ 387,666
Custodial Liabilities 15,089,568 4,696,176
Employer Contributions and Payroll Taxes Payable 1,110,434 -
FECA Liabilities (Note 9) 83,713 82,531
Total Intragovernmental 17,597,965 5,166,373
Accounts Payable 9,275,424 8,220,224
Actuarial FECA Liabilities (Note 9) 421,289 415,570
Accrued Payroll 5,479,736 5,215,273
Annual Leave 10,057,127 9,788,839
Deposit Fund Liabilities 265,828 179,806
Deferred Lease Liabilities (Note 10) 28,293,139 25,673,457
Contingent Liabilities (Note 11) - 300,000
Other - 22,397
Total Liabilities $ 71,390,508 $ 54,981,939
Net Position
Unexpended Appropriations - All Other Funds $ 53,836,721 $ 50,997,602
Cumulative Results of Operations - Funds from Dedicated Collections 247,550,496 267,612,410
Cumulative Results of Operations - All Other Funds 9,421,746 14,229,111
Total Net Position 310,808,963 332,839,123
Total Liabilities and Net Position $ 382,199,471 $ 387,821,062

The accompanying notes are an integral part of these financial statements.
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Commodity Futures Trading Commission
STATEMENTS OF NET COST

For the Years Ended September 30, 2016 and 2015

2016 2015

Net Cost by Goal (Note 13)

Goal One: Market Integrity and Transparency |
Gross Costs 72,427,941 68,337,018
Less: Earned Revenue (14,354) (14,516)
Net Cost of Operations -- Goal One 72,413,587 68,322,502
Goal Two: Financial Integrity and Avoidance of Systemic Risk |
Gross Costs 85,667,457 73,933,907
Less: Earned Revenue (16,977) (15,704)
Net Cost of Operations -- Goal Two 85,650,480 73,918,203
Goal Three: Comprehensive Enforcement |
Gross Costs 106,528,039 95,521,909
Less: Earned Revenue (21,113) (20,291)
Net Cost of Operations -- Goal Three 106,506,926 95,501,618
Goal Four: Domestic and International Cooperation and Coordination ’
Gross Costs 13,517,657 12,068,292
Less: Earned Revenue (2,679) (2,563)
Net Cost of Operations -- Goal Four 13,514,978 12,065,729
Grand Total |
Gross Costs 278,141,094 249,861,126
Less: Earned Revenue (55,123) (53,074)
Total Net Cost of Operations 278,085,971 249,808,052

The accompanying notes are an integral part of these financial statements.
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